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BANKRUPTCY
CHAPTER 12
 AUTOMATIC STAY. The	debtor	filed	for	Chapter	12	and	
had outstanding purchase and operating loans from the Farm 
Service Agency secured by farm land and center-pivot irrigation 
systems. The land was deeded to the debtor’s parents who 
also assumed the loans secured by the land. When the debtor 
defaulted on the loans, the land was deeded by the parents to 
the	FSA.	After	the	debtor	filed	for	Chapter	12,	the	FSA	filed	
a motion for relief from the automatic stay in order to sell the 
land and irrigation equipment on the land. The court held that 
the relief was granted because the land and irrigation equipment 
were not bankruptcy estate property. In re Schiemer, 2009 
Bankr. LEXIS 622 (Bankr. D. Idaho 2009).
 CONVERSION.	The	debtor	filed	for	Chapter	12	and	later	filed	
to dismiss the case. The next day, the trustee and two creditors 
filed	an	objection	to	the	motion	to	dismiss	and	moved	to	convert	
the case to Chapter 7. The Bankruptcy Court found that the 
debtor	had	concealed	assets,	filed	and	made	false	statements	and	
omissions and intended to manipulate the bankruptcy process, 
constituting fraud on the court and creditors. The Bankruptcy 
Court denied the motion to dismiss and converted the case to 
Chapter	7.	The	debtor	argued	that,	under	Section	1208(b),	if	the	
debtor seeks dismissal before conversion of a Chapter 12 case, 
the court must dismiss the case. The appellate court held that 
where the debtor has committed fraud relating to the case, the 
court may convert the case to Chapter 7, notwithstanding that 
the	debtor	had	filed	a	previous	motion	to	dismiss.	Williamson 
v. Office of the United States Trustee, 2009 U.S. Dist. LEXIS 
18936 (S.D. Ga. 2009).
 PLAN. The debtor’s Chapter 12 plan provided for payment 
of all unsecured claims but provided for a 10-year payment 
period. A bank creditor objected to the plan, arguing that 
Section	 1222(c)	 prohibited	 plans	 exceeding	five	 years.	The	
debtor argued that, because no creditor objected to the plan, the 
five-year	limitation	was	waived.	The	court	held	that	the	five-
year plan limitation was jurisdictional and could not be waived 
or forfeited. The bank also objected to the interest rate on its 
secured claim of 5 percent where the other secured creditors 
would receive interest of 7 percent. The court noted that the 7 
percent interest rate was negotiated by the debtor and creditors; 
whereas, the bank had failed to agree to an interest rate. Without 
a negotiated agreement, the debtor was entitled to use Local 
Rule 3023-1 which set the interest rate at the prime rate plus 2 
percent. In re McGowan, 2009 Bankr. LEXIS 701 (Bankr. 
Neb. 2009).
 The debtor’s Chapter 12 plan provided for payment of a 
secured claim over 20 years at the interest rate provided by 
Local Rule 3023-1B of 5.25 percent. The original loan was for 
three years at 7.2 percent. The plan also provided for payment 
of a second secured claim over 20 years at 5.25 percent. The 
original loan was for one year at a minimum of 10 percent 
interest. Both creditors objected to the length of the plan and 
the interest rate. The creditors argued that the current prime rate 
was	artificially	low	due	to	the	Federal	Reserve	Board’s	attempts	
to stimulate lending and the longer term of the plan payments 
took unfair advantage of the current situation in comparison 
to the original loan terms. The court noted that both creditors 
had proposed reasonable amortization periods and balloon 
payments which were longer than the original loans but less 
than	the	proposed	plan	terms.	The	court	refused	to	confirm	the	
plan as proposed. The court did not discuss the propriety of 
the interest rates. In the Matter of Schreiner, 2009 Bankr. 
LEXIS 821 (Bankr. Neb. 2009).
FEDERAL  AGRICULTURAL 
PROGRAMS
 PERISHABLE AGRICULTURAL COMMODITIES 
ACT.  The plaintiff sold agricultural produce to the defendant 
corporation and its owners and claimed that payment for the 
produce was not made. The plaintiff also charged that the 
individual defendants failed to maintain the PACA trust funds 
to cover the transaction. The individual defendants sought to 
dismiss the case because PACA did not impose any duties on 
them. The court denied the motion to dismiss and held that the 
individual defendants were subject to PACA and the complaint 
alleged	 sufficient	 facts	 that,	 if	 proved,	would	 constitute	 a	
violation of the PACA provision requiring prompt payment for 
produce and maintenance of the PACA trust until full payment 
was made. Costa Oro, LLC v. Evergreen Inter., Inc., 2009 
U.S. Dist. LEXIS 22939 (N.D. Ill. 2009).
 WETLANDS. In 1990 the NRCS determined that a portion 
of the plaintiffs’ farm land was wetlands. The plaintiffs 
purchased	the	land	in	1998,	eight	years	after	the	determination.	
In	1998	and	several	times	over	the	next	eight	years,	the	plaintiffs	
filed	statements	with	the	NCRS	that	they	did	not	conduct	and	
did not plan to conduct farming activities on the wetlands. 
However, NCRS inspections discovered clearing and farming 
activity on the wetlands even though the plaintiffs had agreed 
to stop the activity and plant grass on the cleared land. The FSA 
declared the plaintiffs in violation of the wetlands conversion 
rules and ineligible for farm program payments and ordered 
repayment	of	farm	program	benefits	received	after	1998.	The	
plaintiffs	challenged	the	original	and	continuing	findings	that	
their	land	contained	wetlands	and	challenged	the	finding	that	
they had not converted the land in good faith. The court held 
CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr
68	 	
that the NCRS was entitled to rely on its own experts to make 
the wetlands determinations, even though the plaintiffs’ expert 
disagreed. On the good faith exemption, the court noted that the 
plaintiffs	had	filed	several	statements	that	they	did	not	intend	to	
clear or farm the wetlands; therefore, the plaintiffs were aware 
of the wetlands designation and the location of the wetlands 
such that their activity on the wetlands consittuted a knowing 
violation of the their own statements and the wetlands provisions. 
Bedeker v. United States, 2009 U.S. Dist. LEXIS 20571 (N.D. 
Ill. 2009).
 FEDERAL ESTATE
AND GIFT TAXATION
 LEGISLATION. A bill has been introduced in the U.S. 
House of Representatives restoring the federal estate tax for 
decedents dying after December 31, 2009 at a maximum rate 
of 40 percent and an exclusion equivalent of $4 million. Other 
pending legislation would continue the federal estate tax as it is 
in effect for 2009.  H.R. 1986.
 ESTATE PROPERTY. A petition for review of the following 
case	has	been	filed	with	the	U.S.	Supreme	Court.	The	decedent	
had been the trustee of a trust formed by the decedent’s pre-
deceased spouse. The decedent had only an income interest in 
the trust but the decedent misappropriated trust corpus and used 
the funds for investing in stocks. The decedent had commingled 
the misappropriated funds with the decedent’s own property. 
During the administration of the decedent’s estate the executor 
used the “debt and demands” procedure, publishing notice to 
estate	claimants	to	file	claims	within	a	certain	period.	No	claims	
against	 the	decedent’s	estate	from	the	 trust	beneficiaries	were	
made.	The	decedent’s	estate	filed	 the	 federal	estate	 tax	return	
by excluding the amount of misappropriated funds. The estate 
argued that the misappropriated funds were not owned by the 
decedent but were merely held in a constructive trust for the 
pre-deceased	spouse’s	trust’s	beneficiaries.	In	the	alternative,	the	
estate argued that, if the funds were included in the decedent’s 
estate, a corresponding deduction should be allowed for the 
claims	of	the	trust’s	beneficiaries.		The	court	noted	that	no	claims	
against	the	estate	were	ever	filed	by	the	trust	beneficiaries.	The	
court held that the misappropriated funds were included in the 
decedent’s	estate	because	the	decedent	had	sufficient	dominion	
and control over the assets at the time of death. The court also 
held that no deduction for claims against the estate was allowed 
because (1) no claims had been or were being made, (2) the mere 
breach	of	fiduciary	duty	and	misappropriation	of	the	funds	did	
not give rise to an indebtedness of the estate and (3) future claims 
against the estate were barred by the state statute of limitations 
against such claims.  Estate of Hester v. United States, 2008-2 
U.S. Tax Cas. ¶ 60,568 (4th Cir. 2008), aff’g, 2007-1 U.S. Tax 
Cas. (CCH) ¶ 60,537 (W.D. Va. 2007).
 GENERATION-SKIPPING TRANSFERS. The decedent’s 
estate included a bequest of the residuary estate to a trust for the 
surviving	spouse.	The	estate	relied	on	the	advice	of	a	law	firm	
for	estate	tax	matters	and	the	firm	failed	to	advise	the	estate	of	
the	benefits	of	severing	the	trust	into	a	GST-exempt	trust	and	a	
GST-non-exempt trust. The error was not discovered until the 
death of the surviving spouse. The severance was allowed under 
state law. The IRS granted an extension of time to divide the 
trust and make the reverse QTIP election for the GST-exempt 
trust	on	a	supplemental	Form	706.	Ltr. Rul. 200916002, Nov. 
12, 2008.
 IRA. The decedent’s estate included interests in regular and 
Roth IRAs. The decedent’s IRAs passed to a trust with the 
surviving spouse as trustee, with the power to revoke the trust 
and distribute trust property to the spouse. Based on advice 
received from an advisor, the surviving spouse distributed all 
of the IRAs to a trust for the surviving spouse, resulting in 
taxable income to the spouse. After consulting with another 
advisor, the spouse sought an extension of time to rollover the 
distributions to IRAs in the spouse’s name. The IRS ruled that 
the IRAs were not considered inherited IRAs and allowed an 
extension	of	the	60-day	rollover	period	to	allow	the	spouse	to	
rollover the distributed property to IRAs in the spouse’s name. 
Ltr. Rul. 200915063, Jan. 14, 2009.
 INSTALLMENT PAYMENT OF ESTATE TAX. In a 
Chief Counsel Advice e-mail, the IRS has ruled that an estate 
has the right to petition the Tax Court to appeal a decision to 
deny an election to pay estate taxes in installments. The ruling 
states that the IRS should issue a Letter 3570 which includes 
a detailed explanation of the reasons for the IRS denial and 
which alerts the estate representative of the right to appeal to 
the Tax Court. CCA Ltr. Rul. 200915037, Nov. 25, 2008.
 FEDERAL INCOME 
TAXATION
 ALTERNATIVE VEHICLE CREDIT. The IRS has 
announced that vehicles manufactured by the Ford Motor 
Company and leased or purchased after April 1, 2009, are 
eligible for only 50 percent of the credit under I.R.C. § 30B. 
The credit is reduced to 25 percent for Ford vehicles purchased 
or leased from October 1, 2009 to March 31, 2010. No credit 
will be allowed for vehicles purchased or leased on or after 
April 1, 2010. Notice. 2009-37, I.R.B. 2009-18.
 AUDIT TECHNIQUES GUIDE. The IRS has posted on its 
web site an Audit Techniques Guides (ATG) that address (1) 
child care providers, (2) farmers, and (3) veterinary medicine. 
The ATGs are posted online at http://www.irs.gov/businesses/
small/article/0,,id=108149,00.html,	 under	 the	Businesses,	
Small Business/Self Employed category.
 CONSTRUCTIVE RECEIPT. The taxpayer was a partner 
in a partnership which was sold to a corporation in exchange 
for stock. In order to discourage the partners from leaving the 
company after the merger, the stock was placed in restricted 
escrow	accounts	for	five	years.	However,	the	parties	agreed	
to treat the transaction as a completed sale for tax purposes 
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in the year of the sale. The taxpayer later left the company 
and received the taxpayer’s share of the stock. The taxpayer 
filed	an	amended	return	changing	the	tax	treatment	of	the	sale	
to recognize the stock as income in the year it was actually 
received. The court held that the taxpayer had constructively 
received the stock in the year of the merger because the 
taxpayer would receive all appreciation or loss from the stock 
while in escrow. The court also held that the taxpayer was 
bound by the original tax characterization of the transaction. 
United States v. Fletcher, 2009-1 U.S. Tax Cas. (CCH) ¶ 
50,334 (7th Cir. 2009), aff’g, 2008-1 U.S. Tax Cas. (CCH) 
¶ 50,149 (N.D. Ill. 2008).
 DISASTER LOSSES.  On April 9, 2009, the president 
determined that certain areas in Minnesota are eligible for 
assistance from the government under the Disaster Relief and 
Emergency Assistance Act (42 U.S.C. § 5121) as a result of 
severe	storms	and	flooding,	which	began	on	March	16,	2009. 
FEMA-1830-DR; FEMA-3304-EM. On March 24, 2009, the 
president determined that certain areas in North Dakota are 
eligible for assistance from the government under the Act as 
a	result	of	severe	storms	and	flooding,	which	began	on	March	
13, 2009. FEMA-1829-DR.  Accordingly, taxpayers in the 
areas	may	deduct	the	losses	on	their	2008	federal	income	tax	
returns.	See	I.R.C.	§	165(i).
 EMPLOYEE EXPENSES. The taxpayer was a medical 
doctor who had entered into an employment agreement with 
a professional corporation to provide medical services. The 
taxpayer	received	a	fixed	salary,	participated	in	an	employee	
retirement plan provided by the corporation, received paid 
vacations and was reimbursed for expenses. The taxpayer 
received a W-2 each year from the corporation. The taxpayer 
filed	Schedule	C,	included	the	wages	as	business	income	and	
claimed business expense deductions. The court held that 
the taxpayer could claim the employment expenses only as 
miscellaneous deductions on Schedule A, subject to the 2 
percent of gross income limitation. Maimon v. Comm’r, T.C. 
Summary Op. 2009-53.
 FIRST TIME HOMEBUYER CREDIT. In a Chief 
Counsel Advice e-mail, the IRS has ruled that the First Time 
Homebuyer credit is subject to the same offsets for debt for 
taxes or other federal debts as other refunds. CCA Ltr. Rul. 
200915043, Feb. 12, 2009.
 INCOME. The taxpayer was employed as a housekeeper 
and also performed janitorial services as a sole proprietorship. 
The IRS audited the taxpayer’s personal income tax return and 
examined the taxpayer’s bank accounts when the taxpayer was 
unable to provide adequate records of the sole proprietorship 
income and expenses. The bank records contained unexplained 
deposits which the IRS included in income. The evidence 
showed that the taxpayer was the leader of a cundina, a private 
informal savings and loan plan in which the participants give 
the leader money without interest and have the privilege of 
borrowing money from the plan. At the end of the year, all 
positive balances are returned to the participants. The court 
held that the cundina deposits were not income to the taxpayer. 
Martinez v. Comm’r, T.C. Summary Op. 2009-54.
 IRA. The taxpayer had distributed stock from an ESOP with 
a prior employer to an IRA in a rollover transaction. The stock 
was later sold and funds distributed to the taxpayer. The taxpayer 
argued that the funds were not taxable as an early distribution 
from an IRA because the original rollover transaction was invalid. 
The court held that the taxpayer was estopped from claiming 
the rollover an invalid because the taxpayer had not listed the 
distribution from the ESOP as nontaxable, had claimed the 
transaction	as	a	rollover	and	received	tax	benefits	from	the	claim.	
The	appellate	court	affirmed	in	a	decision	designated	as	not	for	
publication.   Kopty v. Comm’r, 2009-1 U.S. Tax Cas. (CCH) 
¶ 50,325 (D.C. Cir. 2009), aff’g, T.C. Memo. 2007-343.
 INNOCENT SPOUSE.	The	taxpayer	and	spouse	filed	a	joint	
income tax return for 2003 which was altered so that the form 
did not state that it was signed under penalty of perjury. In 2004 
the	taxpayer	filed	a	separate	return.	The	couple	were	assessed	
taxes for 2003 and 2004 and the taxpayer sought innocent spouse 
relief. The court held that the taxpayer was not entitled to innocent 
spouse relief because the altered 2003 joint return did not qualify 
as	a	valid	joint	return	and	the	taxpayer	did	not	file	a	joint	return	for	
2004. The appellate decision is designated as not for publication. 
James v. Comm’r, 2009-1 U.S. Tax Cas. (CCH) ¶ 50,345 (9th 
Cir. 2009).
 The taxpayer had requested equitable innocent spouse relief 
but	was	denied	by	the	IRS.	The	Tax	Court	held	that,	under	2006	
amendments	to	I.R.C.	§	6015(f),	its	review	of	the	IRS	decision	
could be considered de novo and not by the abuse of discretion 
standard. The court held that the taxpayer was entitled to 
equitable innocent spouse relief because (1) the taxpayer signed 
the return on the day it was due without knowing all the details, 
(2)	the	payment	of	the	taxes	would	create	a	financial	hardship,	
(3) the taxpayer divorced the spouse shortly after the return was 
filed,	 and	 (4)	 the	 taxpayer	 had	 complied	with	 all	 income	 tax	
laws in subsequent years. Holman v. Comm’r, 132 T.C. No. 11 
(2009).
	 The	taxpayer	was	married	and	the	couple	filed	joint	income	tax	
returns. The taxpayer’s spouse owned a business and received 
income from that business. The taxpayer was not employed; 
however, the couple reported some of the business income as 
income of the taxpayer in order to establish income for social 
security purposes. The couple was assessed additional taxes for 
several years and the taxpayer requested equitable relief as an 
innocent spouse. The court held that the IRS properly denied 
equitable relief because (1) the additional tax arose from income 
reported as the taxpayer’s income, (2) the taxpayer and spouse 
had	sufficient	assets	 to	pay	 the	 taxes	and	provide	basic	 living	
expenses,	(3)	the	taxpayer	had	notice	that	the	couple’s	finances	
were in trouble and that taxes would not be paid, and (4) the 
taxpayer	filed	 subsequent	 individual	 income	 tax	 returns	 late.	
O’Meara v. Comm’r, T.C. Memo. 2009-71.
 LOW INCOME TAXPAYER CLINICS.  The IRS has 
announced that almost $9.5 million in matching grants were 
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awarded	by	the	IRS	to	nonprofit	organizations	and	academic	
institutions that qualify as Low Income Taxpayer Clinics 
(LITCs)	 under	 I.R.C.	 §	 7526.	LITCs	provide	 tax	 education,	
outreach and free or low-cost representation to low income 
persons involved in tax disputes with the IRS, and also provide 
services to help persons who speak English as a second language 
understand their rights and responsibilities under the tax laws. 
Grant	recipients	include	162	organizations	across	the	country	
for the 2009 grant cycle. IRS Publication 4134 provides a list 
of current LITCS, with locations and foreign language services 
offered. IR-2009-43.
 NET OPERATING LOSSES. The IRS has issued guidance 
under § 1211 of the American Recovery and Reinvestment Tax 
Act of 2009 on how a taxpayer that is an eligible small business 
makes an election to carry back a net operating loss (NOL) for 
a	taxable	year	ending	after	2007,	for	three,	four,	or	five	years	
instead of the normal two years.  The new procedures modify the 
election procedures in Rev. Proc. 2009-19, 2009-1 C.B. 747.  A 
taxpayer may make the election by attaching a statement to the 
taxpayer’s original income tax return for the taxable year of the 
2008	NOL	or	by	claiming	the	NOL	carryback	on	the	appropriate	
form (Form 1045, Form 1139, or an amended return). Rev. Proc. 
2009-26, I.R.B. 2009-19.
 PARTNERSHIPS
 ADMINISTRATIVE ADJUSTMENTS. The taxpayer was 
a general and limited partner in a partnership which was 
considered a TEFRA partnership subject to the administrative 
adjustment rules because the partnership had several family 
limited partnerships as limited partners. The partnership got 
into	financial	difficulty	which	resulted	in	the	taxpayer	having	a	
negative capital account balance which the taxpayer could not 
pay. The partnership entered into an agreement releasing the 
taxpayer from the requirement to restore the capital account 
balance. The taxpayer initially treated the release as a sale of the 
taxpayer’s	partnership	interest	but	later	filed	an	amended	return	
treating the release as a discharge of indebtedness. The IRS 
denied	the	change	of	treatment	and	the	taxpayer	filed	suit.	The	
court dismissed the suit, holding that the release represented a 
partnership item under I.R.C. § 7422(h) and could not be litigated 
by a partner individually. Bassing v. United States, 2009-1 U.S. 
Tax Cas. (CCH) ¶ 50,348 (Fed. Cir. 2009), aff’g, 2008-1 U.S. 
Tax Cas. (CCH) (Fed. Cls. 2008).
 PARTNERS’ DISTRIBUTIVE SHARE. The IRS has issued 
proposed regulations regarding the determination of partners’ 
distributive shares of partnership items of income, gain, loss, 
deduction and credit when a partner’s interest varies during a 
partnership taxable year due to disposition of all or part of the 
interest. The proposed regulations provide that, if a partner’s 
interest changes during the partnership’s taxable year, the 
partnership shall determine the partner’s distributive share 
using the interim closing method. However, the partnership by 
agreement of the partners may use the proration method. For 
each partnership taxable year in which a partner’s interest varies, 
the proposed regulations provide that the partnership must use 
the same method to take into account all changes occurring 
within that year. Also, the proposed regulations modify the 
existing regulations regarding the required taxable year of a 
partnership. 74 Fed. Reg. 17119 (April 14, 2009).
 PASSIVE ACTIVITY LOSSES. The taxpayers, husband 
and	wife,	were	in	a	real	property	business	and	qualified	for	the	
I.R.C.	§	469(c)(7)(B)	election	to	treat	all	their	rental	real	estate	
activity as a single activity. The taxpayers’ tax return preparer 
failed to make the election and include the statement required 
under	Treas.	Reg.	§	1.469(g)(3)	on	a	tax	return.	The	IRS	granted	
the	taxpayers	an	extension	to	file	the	election	on	an	amended	
return. Ltr. Rul. 200916009, Jan. 9, 2009.
 The taxpayer wholly-owned an LLC and a majority interest 
in a C corporation. The LLC leased property to the corporation. 
The taxpayer offset the losses from the leasing activity against 
wages earned form the corporation, arguing that the two activities 
could be combined for passive activity loss purposes. The court 
held that the activities of the two entities could be combined 
solely for the purpose of determining whether the taxpayer 
materially participated in the LLC activity. The court also held 
that the LLC rental activities were passive, even if the taxpayer 
materially participated in the activity, and the losses could offset 
only passive activity income. Senra v. Comm’r, T.C. Memo. 
2009-79.
 PENSION PLANS. For plans beginning in April 2009 for 
purposes of determining the full funding limitation under I.R.C. § 
412(c)(7), the 30-year Treasury securities annual interest rate for 
this	period	is	3.64	percent,	the	corporate	bond	weighted	average	
is	6.39	percent,	and	the	90	percent	to	100	percent	permissible	
range	is	5.75	percent	to	6.39	percent.	Notice 2009-39, I.R.B. 
2009-18.
 RESIDENTIAL ENERGY EFFICIENT PROPERTY 
CREDIT. The IRS has published interim guidance, pending 
the issuance of regulations, relating to the credit for residential 
energy	efficient	property	under	I.R.C.	§	25D	for	taxable	years	
beginning	 after	 December	 31,	 2008.	The	 notice	 provides	
procedures that manufacturers may follow to certify that property 
satisfies	certain	conditions	of	I.R.C.	§	25D	,	as	well	as	guidance	
regarding the conditions under which taxpayers seeking to claim 
the	I.R.C.	§	25D	credit	may	rely	on	a	manufacturer’s	certification.	
Notice 2009-41, I.R.B. 2009-19.
 RETURNS. The	IRS	has	announced	extended	return-filing	
and payment deadlines for victims of the severe storms and 
flooding	 in	Adams,	Barnes,	Billings,	Burleigh,	Cass,	Dickey,	
Emmons, Foster, Grand Forks, Griggs, Hettinger, Kidder, 
LaMoure, Logan, McIntosh, Mercer, Morton, Nelson, Ransom, 
Richland, Sargent, Steele, Stutsman, Towner, Traill and Williams 
Counties in North Dakota that were declared federal disaster 
areas on March 24, 2009. Affected taxpayers include those 
residing or having businesses in the disaster area as well as 
persons living outside the covered disaster areas whose books, 
records,	or	tax	professionals’	offices	are	located	in	the	covered	
disaster	areas,	and	all	relief	workers	affiliated	with	recognized	
government or philanthropic organizations that assisted in the 
relief efforts. Persons who qualify for assistance have until 
May	15,	2009,	to	file	returns,	pay	taxes	and	perform	other	time-
sensitive acts otherwise due between March 13, 2009, and May 
personnel in order to cover a portion of the difference between the 
military pay and the employee’s regular civilian compensation. 
Such differential wages are subject to income tax but not subject 
to FICA or FUTA taxes. Rev. Rul. 2009-11, I.R.B. 2009-18.
 
IN THE NEWS
 FARM LOANS.  The United States Agricultural & Food Law 
and Policy Blog reports that Secretary of Agriculture Vilsack 
announced on April 22, 2009, that the Farm Service Agency (FSA) 
would suspend foreclosure actions on farm loans issued through 
FSA. While this action may benefit farmers in the current economic 
downturn, the major purpose behind the suspension of foreclosures 
is to provide the federal agency an opportunity to review their 
loan granting process for discrimination. A press release (see 
http://www.usda.gov/wps/portal) from Secretary Vilsack stated: 
“These are just the first actions in a continuing effort to ensure 
that the civil rights of USDA constituents and employees are 
respected and protected,”said Vilsack. “This memorandum reflects 
my deep commitment to changing the direction of civil rights and 
program delivery in USDA by creating a comprehensive approach 
to guarantee fair treatment of all employees and applicants.” The 
press release announced that a task force was to be created to 
review some of the complaints which currently number around 
14,000 of which 3,000 still remain to be processed. http://www.
agandfoodlaw.com/2009/04/suspension-of-fsa-foreclosures.
html
Special 20th Anniversary Sale
The Agricultural Law Press celebrates its 20 years of publishing 
in agricultural law
During March & April 2009, purchase the 
Agricultural Law Manual for only $100 postpaid 
(regularly $115) and receive your first update 
(July 2009) free.
AGRICULTURAL LAW MANUAL
by  Neil E. Harl
 The Agricultural Law Press presents a special sale on our 
comprehensive looseleaf manual which is an ideal desk book 
for attorneys, tax consultants and other professionals who 
advise agricultural clients and who need an economical and 
comprehensive resource for agricultural law issues.  Updates are 
published about every four months to keep the Manual current 
with the latest developments.  The book contains more than 900 
pages plus an index. The Manual is also available on CD-ROM. 
See www.agrilawpress.com for more information and to order 
your copy online using your credit card and PayPal.
Purchase Offer
 To purchase your copy at this special price, send $100 by check 
to	Agricultural	Law	Press,	P.O.	Box	835,	Brownsville,	OR	97327.	
The Manual may also be ordered online, www.agrilawpress.com, 
using your credit card through the PayPal secure online system. 
Be sure to use the “multiple publication” price of $100. The book 
will include the July 2009 update free of charge. Subsequent semi-
annual updates are available for $100 per year (three updates).
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15, 2009. Taxpayers who reside or have businesses located outside 
of the covered disaster areas must request relief by calling the 
IRS	disaster	hot-line	(1-866-562-5227).	North Dakota Disaster 
Relief Notice ND-2009-34. The IRS has also extended return-
filing	and	payment	deadlines	 for	victims	of	 the	 severe	 storms	
and	flooding	in	Clay,	Norman,	Traverse	and	Wilkin	Counties	in	
Minnesota	that	were	declared	federal	disaster	areas	on	March	16,	
2009. Minnesota Disaster Relief Notice MN 2009-34.
SAFE HARBOR INTEREST RATES
May 2009
 Annual Semi-annual Quarterly Monthly
Short-term
AFR	 	 0.76	 0.76	 0.76	 0.76
110	percent	AFR	 0.84	 0.84	 0.84	 0.84
120 percent AFR 0.91 0.91 0.91 0.91
Mid-term
AFR  2.05 2.04 2.03 2.03
110 percent AFR  2.25 2.24 2.23 2.23
120 percent AFR 2.47 2.45 2.44 2.44
Long-term
AFR	 3.58	 3.55	 3.53	 3.52
110	percent	AFR		 3.95	 3.91	 3.89	 3.88
120	percent	AFR		 4.31	 4.26		 4.24	 4.22
Rev. Rul. 2009-12, I.R.B. 2009-19.
 TAX SCAMS. The IRS has published its annual “Dirty Dozen” 
list of tax scams, including e-mail phishing, scams involving the 
economic stimulus payments and scams involving unreasonable 
or excessive use of the fuel tax credit. New this year is a scam 
involving	the	filing	of	false	or	misleading	forms	claiming	refunds.	
IR-2009-41.
 TAX SHELTERS. The taxpayer had invested in a jojoba 
partnership which was later determined not to be a valid business. 
The	taxpayer	was	assessed	tax	deficiencies	based	on	disallowance	
of deductions by the partnership. In addition the taxpayer was 
assessed a penalty for negligence. The taxpayer provided oral 
testimony as to the amount of care taken to determine whether 
the partnership business was viable or merely set up to claim 
tax deductions. The court found that the taxpayer had not done 
enough investigation as to the legitimacy of the partnership and 
allowed the assessment of the negligence penalty. The appellate 
court	affirmed	 in	a	decision	designated	as	not	 for	publication.	
Bass v. Comm’r, 2009-1 U.S. Tax Cas. (CCH) ¶ 50,332 (11th 
Cir. 2009), aff’g, T.C. Memo. 2007-361.
 VOLUNTARY PAYMENT OF BACK TAXES. The 
taxpayer’s 2003 return claimed a refund. Instead of paying the 
refund to the taxpayer, the IRS applied the funds to the taxpayer’s 
1997	tax	deficiency	and	then	to	the	taxpayer’s	2000	tax	deficiency.	
The taxpayer requested that the IRS apply the refund to the 
2000	 tax	deficiency	first	but	 the	 IRS	refused.	The	court	noted	
that voluntary payments of back taxes can include a request for 
application	of	those	payments	to	specific	tax	deficiencies	and	the	
IRS will usually comply. The court held, however, that refunds are 
not considered voluntary payments and the IRS was not required 
to comply with the taxpayer’s request to apply the refund to the 
2000 taxes. Bryant v. Comm’r, T.C. Memo. 2009-78.
 WAGES. The IRS has issued guidance on the withholding and 
reporting of differential wage payments made to active military 
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AGRICULTURAL TAX SEMINARS
by Neil E. Harl
May 12-13, 2009
Interstate Holiday Inn, Grand Island, NE
 There is still plenty of time and room to join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain 
insight and understanding from one of the country’s foremost authorities on agricultural tax law.
	 The	seminars	will	be	held	on	Tuesday	and	Wednesday	from	8:00	am	to	5:00	pm.	Registrants	may	attend	one	or	both	days,	with	separate	
pricing for each combination. On Tuesday, Dr. Harl will speak about farm and ranch income tax. On Wednesday, Dr. Harl will cover 
farm and ranch estate and business planning. Your registration fee includes written comprehensive annotated seminar materials for the 
days attended and lunch. E-mail robert@agrilawpress.com for a brochure.
 The topics include:
 The seminar registration fees for current subscribers to the Agricultural Law Digest, the Agricultural Law Manual, or Principles of 
Agricultural Law	(and	for	each	one	of	multiple	registrations	from	one	firm)	are	$200	(one	day)	and	$370	(two	days).
 The registration fees for nonsubscribers are $230 (one day) and $400 (two days). Nonsubscribers may obtain the discounted fees by 
purchasing any one or more publications. See www.agrilawpress.com for online purchasing.
	 Contact	Robert	Achenbach	at	541-466-5544,	or	e-mail	Robert@agrilawpress.com	for	a	brochure.
 Self-canceling installment notes
 Sale and gift combined.
Like-kind exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 New like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
Wednesday, May 13, 2009
FARM ESTATE AND 
BUSINESS PLANNING
The Liquidity Problem
Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
   The gross estate
Special use valuation
 Family-owned business deduction
 Property included in the gross estate
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
	 The	unified	credit	and	other	credits
	 Unified	estate	and	gift	tax	rates
 Generation skipping transfer tax
 Federal estate tax liens
 Undervaluations of property
 Reopening an examination
Gifts
Use of the Trust
Corporations
The General Partnership
Limited Partnerships
The Closely-Held Corporation - 
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation
Social Security
 In-kind wages paid to agricultural labor
Financing, Estate Planning Aspects and 
Dissolution
 Corporate stock as a major estate asset
 Valuation discounts
 Dissolution and liquidation
Limited Liability Companies
Tuesday, May 12, 2009
FARM INCOME TAX
New legislation
Reporting farm income
 Leasing land to family entity
 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
	 Reporting	federal	disaster	assistance	benefits
 Gains and losses from commodity futures
Claiming farm deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
